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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


PRICES AND RENTS 


UR selling price index of an existing house and lot increased 2.6 percent 

during the last 12 months. Rents have increased 1.4 percent, and the 

price of agricultural land 5 percent during the same period. These fig- 
ires are charted on pages 569, 567, and 565, respectively. The important 
forces behind these changes in real estate prices and rents are income, inter- 
est rates, building costs, household formation, and vacancy rates. 


Clearly, there is no housing shortage as there was in the 1940’s. The 
chart below shows our total count of “For rent” and “Wanted to rent” ads in 
May and October each year from newspapers all over the United States. The 
number of “For rent” ads has been rising steeply, while the “Wanted to rent” 
ads have been falling in volume. This study complements the vacancy rate data 
that we published in this bulletin 
last month. 


CLASSIFIED AD COUNTS 


NATIONAL AVERAGE 


Personal Income is one of the 
most important factors in the de- 
mand for real estate. After all, if 
there is no income, there will be 
no sale, even if the house or land is 
needed From November 1958 to 
November 1959 Personal Income in 
the United States increased by 5 
percent 


TOTAL “FOR RENT’ ADS 
On the surface it would seem 


that the fall in prices received by 
farmers would prevent agricul- 
tural land prices from rising. Al- 
though Gross Farm Income is fall- 
ing from its 1958 high of $38. 3 bil- 
lion, it is still higher than for each — ‘- 
ff the years 1953through 1957. The 

average gross farm income (sea- 
sonally adjusted annual rate) for 
he first 3 quarters of 1959 was $37 
billion. Not only is total farm in- 
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come high, but individual farm incomes are higher because of the decrease in 
the number of farms from 6.4 million in 1940 to 4.7 million in 1958. In 20 
years the productivity of farmers has increased so that one man can now farm 
more land than before. About 43 percent of all farm real estate transfers in 
1958-59 were for the purpose of enlarging another farm. The result has been 
an increase in the average acreage per farm from 174 acres in 1940 to 242 
acres in 1954, the last figure available. 


Most sales of real estate require a mortgage. Therefore, the prevailing 
interest rate on mortgage finance becomes an important cost to the purchaser. 
Because of the extremely tight money situation our average mortgage interest 
rate for 10 major cities increased to 5.97 percent this month. This includes 
VA and FHA mortgages at their legal maximum yields. According to FHA, the 
interest rate on conventional first mortgages was 6.10 percent for the United 
States as of October 1. This factor may have prevented prices from rising 
faster than they have. 


The number of voluntary realestate transfers per 10,000 families is 6.4 
percent below the long-term computed normal. In June it was 5.9 percent 
above normal. This slide has been due partly to the tight money situation, and 
partly to the steel strike. Total unadjusted transfers for the first 11 months of 
1959, nevertheless, are 12.5 percent greater than for the first 11 months of 
1958 and only 2.9 percent less than the first 11 months of 1955, which was an 
exceptionally good year. So why are the figures for 1959 so close to normal 


PRIVATE HOUSING STARTS 
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Peak rate, August 1950 .... . 486, 000 
High, December 1954...... . 443, 000 
OCtOber TOSS sn 6 cc eee es . 180, 000 
November 1959 .......... , 210, 000 

















AVERAGE INTEREST RATE OF RECORDED MORTGAGES 

IN 12 MAJOR CITIES OF THE UNITED STATES 
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and below it? Since 1955 there has been anincrease of at least 2 million 
households in the United States. Thus, real estate activity has declined in re- 
lation to population and household growth. 


What about the supply of new houses? During the first 11 months of 1959 
there have been 1, 294, 200 nonfarm dwelling units started. This is 15.7 percent 
rreater than for the first 11 months of 1958 and 3.3 percent higher than for the 
first 11 months of 1955. The seasonally adjusted annual rate for November was 
1,210,000 starts. This was a 3 percent increase from October, due to the re- 
sumption of steel production. This actually represented a less than usual sea- 

(cont. on page 569) 


FARM VALUES IN THE UNITED STATES 
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General Business Activity 
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Real Estate Activity 


Six-Room Frame House 
St. Louis 


se Scole at Right 


Real Estate Activity 
Number + Voluntory Transters 


Use Scole at Let 








| } | l 
1951 1952 1953 1954 1955 1956 1957 1958 














‘S. O961 24} }NOGe ji aj A[[e19uas adUap 
-TJUOD 3Y} SazBIISNI[I WeYD STUL “2L°9R 0} PaIaAOd 
-31 pue ATJYSITS pautjoap ‘7g 0} paoueApe |aduUIS sey 
iT 3nq ‘G*pPy 0} peddoup aindty sty} rea yse] jo Aren 
-uef Ul “puog ajzeI-j}SIIJ & IOJ SVM }I SB puUog ajeEI 
-puodas ke OJ yOnuI se yUaIIAd gg UPYY 19}}0q Aed 
0} Sury]IM sem otjqnd [e19uUas ay} QGET Ul pue EGET 
Ul “YSsty aultz-[Te 9y} Suryoerourdde st aduaptjuoo 
yey} PadtjOUu aq [][IM }I JIeYD STY} JO SISeq 2y} UO 


‘apeis puodas pue apei3 jsaysty ay} 103 Avd {tm 


o11qnd ay} sadtad ay} UT adUaZazsIP aT] AT@ATeIeI 
ST a1ay} ‘IAAAMOY ‘YSTY AIBA ST BDUaPTJUOD UZY AM 
‘puoq a}ei-puodas & JIOJ [[IM }I UeYyY Spuogd adh} 
3S9q 94} IOJ ‘9WIODUT OF UOTJEIaI UT ‘adTId saYySIY & 
Aed {tm o1[qnd 3urjsaaut ay} ‘sdoip aduaptyuod uayM 
yey} SI xapuUT STY} puTyaq ArOay} [eJUaWIepUN] syL 


‘Spuog a}e1-puodas jo yey} 
Aq spuoq 3saq A1aA ay} JO plath ay} saptatp ‘sazAy 
‘d paevuoay [erauay Aq o8e saeak Auew apew Apnjs 
B® UO paseq ST YOTYM ‘A2DUaPTJUOD Jo xaput ayy 


S2z6l 





VVEtVVV 
Spjai, spuog 


a2Uap!JUo> JO 


eBojuedieg 

















sonal decrease in housing starts. FHA mortgage applications on houses were 
down 25 percent from October to 41,300 homes, but applications on multifam- 
ily projects increased 74 percent to 5,700 units. This is the highest number 
of applications on multifamily projects reported since last June. 


The cost of a six-room frame house increased 3.3 percent during 1959. It 
is now $19,578. Apparently profits are keeping pace with increasing costs, for 
builders have been starting more than 1 million houses each year since 1948. 
Despite the forecast for a decrease in housing starts next year, it is expected 
that there will be more than 1 million starts again. 


On the last page of the bulletin are charts showing the construction cost per 
square foot for an average quality ranch house with three different kinds of ex- 
terior wall construction and for various square foot ground areas. This house 
is of relatively simple construction with an average ratio of wall perimeter to 
ground area. These charts show the diminishing construction cost per square 
foot for houses with a larger ground area. 


As long as personal income continues to increase, the prices of existing 
houses, rents, and building costs will probably continue to increase. 
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"CONSTRUCTION COSTS OF AN 
AVERAGE QUALITY RANCH HOUSE 





| One Story Ranch House | 
FULL BASEMENT - NO ATTACHED GARAGE | 

















Two Story Ranch House 


FULL BASEMENT 128 

















